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PROPOSED DECISION

These claims agawnst Lhe CovarnmemL ‘of Cwba flled Lmder Tltle V of the
International Claims SeLLlememt Act of 19&9 as amended9 in the respectlve
amounts of $1,062,007.60 (by ROBERT F. @EORCE) $132 73@ 95 (by JOHN M
ROBERTS), $132,750.95 (by CHARLES BO_ROBERTS); $132575©;95 (by WILLIAM
RORERTS), and $398,252.85 (by F. WAYNE PESENMYER) wef_e_ba‘sea @on the
asserted lose of stock imterests in a Cuban corp@ratiom,-'ﬁlaim&nts have

been nationals of the United States since birth,

=5
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Under Title V of the Int Lrat¢0ma1 Claixn ms S@ttl@m@ﬁt Act -of 1949

" [78 stat. 1110 (1964), 22 U.S.C. §§1643-1643k U%ﬁ)s as am@nded 79 stat,

988 (1965)], the Commission is given jurisdi@ti@m over claims of nationals

of the United States against the Govermment of Cubz. Section 503(a) of the

D

Act provides that the Commission shall receive amd determine im accordance
with applicable substantive law, including international law, the amount and
validity of claims by matiowals of the United States against. the Government .
of Cuba arising simce Jamvacry
zation, exproprﬂm
ofs ot special
ncluding any

5
ey ned wholly or partially,
L@tLy at the time by na flomﬂls of the

rlghus or lrtel
directly or indis
United States,



Section 502(3) of the Act provides:
The term 'property' means any property, right, or
interest including any leasehold interest, and debts
owed by the Government of Cuba or by enterprises
which have been nationalized, expropriated, inter-
vened, or taken by the Government of Cuba and
debts which are a charge on property which has been
nationalized, expropriated, intervened, or taken by
the Government of Cuba.

@

The record establishes and the Commission finds that ROBERT F. GEORGE,
JOHN M. ROBERTS, CHARLES B. ROBERTS, WILLIAM ROBERTS and F. WAYNE FESENMYER
owned 20.,248%, 2.531%, 2.531%, 2.531% and 7.593% stock interests in Santa Fe
Petroleum Company, Inc., a Cuban corporation, engaged in explditing oil con=-
cessions in Cuba.

The Cuban Government published its Law No. 635 on November 23, 1959,
which cancelled all rights with respect to the exploration and exploitation
of oil concessions in land. In the absence of evidence to the contrary, the
Commission finds that the property rights of Santa Fe Petroleum Company, Inc.

(hereafter referred to as Santa Fe) were nationalized or otherwise taken by

the Government of Cuba on November 23, 1959. (See Claim of Felix Heyman,

Claim No. CU=0412, 1968 FCSC Ann. Rep. 51.)

‘ Since Santa Fe was organized under the laws of Cuba, it does not qualify
as a corporate '"mational of the United States", defined under Section 502(1) (B)
of the Act as a corporation or other legal entity organized under the laws of
the United States, or any State, the District-of Columbia or the Commonwealth
of Puerto Rico, whose ownership is vested to the extent of 50 per centum or
more in natural persons who are citizens of the United Statesq In this type
of situation it has been held that an American stockholder is entitled to

file a c¢laim for the value of his ownership interest. (See Claim of Parke,

Davis & Company, Claim No. CU=-0180, 1967 FCSC Ann. Rep. 33.)

The Act provides iv Section 503(a) that in making determinations with
respect to the validity and amount of claims and value of properties, rights,
or interests taken, the Commission shall take into account the basis of
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valuation most eppropriate to the property and equitable to the claimant,
including but not limited to fair market value, book value, going concern
value or cost of replacement.,

o

The question, in all cases, will be to determine the basis of valuation

which, under the circumstances, is "most appropriate to the property and
equitable to the claimant." This phrassology does not differ from the

international legal standard which would normally prevail im the valuation

of mationalized property. It is designed to stremgthen that stamdard by

giving specific bases of valuation which the Commission shall comnsider.

The record shows that claimant, ROBERT F. GEORGE, & petroleum geologist

o

and engineer with mamy years of experience, went to Cuba in 1955 for the

=

pﬁrpose of investigating the Motembo field, Las Villas Province, Cuba,
Mr. George worked with Samta Fe officials. When his investigation indicated
that the Motembo field had large deposits of oil and gas reserves, he and a
roup of friemds formed a Cubzwn corporation and obtained a sub-lease to ex-
ploit the lamd. The corporation commenced operations and subsequently merged
with Santa Fe which was completely reorganized on May 7, 1957. Santa Fe
owned nine concessions in land extending over an area of about 17,500 acres,
which was later reduced to 16,500 acres. Mr. George conducted extensive

tests to measure the amount of oil and gas reserves in the land.

The evidence includes a copy of an analysis report, dated February 1,
1958, which was prepared in connection with a prospectus for a proposed public

offering of stock, and indicates the presemce of large deposits of oil amd gas
in the lands under lease by Santa Fe; a copy of a report, dated Jamuary 31,
1956, from another geologist corrcborating Mr., George's findings and conclusions

concerning the Motembo field; maps of the Motembo oil field; a copy of an

itemized "Statement of Value" in the mature of a pro forma balance sheet for

Santa Fe as of March 1, 195& which were included in the above-mentioned
draft prospectus; a copy of a statement dated February 1, 1956 showing that

Santa Fe had acquired drilling and related machinery and equipment at a

cogt of $789,815.70; a detailed estimate, by an independent expert, dated

December 20, 1957, of the value of the oil and gas reserves in the land

covered by Santa Fe's lezse; and statements from Mr, George and counsel
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The "Statement of Value' for Santa Fe as of March 1, 1958 shows the
following, the Cuban peso being on a par with the United States dollar:
ASSETS
Cash $ 13,000.00
Fixed Assets:

Fully equipped machine and forge
shop for handling oil equipment

and machinery $ 65,000.00
Warehouse 10,000.00
Office building 6,000.00
Mess hall 4 ,000.00 v
Six residences at $5,000.00 30,000.00 115,000.00

011 field equipment - line pipe,
tubing, casing, sucker rods,
working barrels, pumping jacks,
tanks, wire-line, trucks,
engines, power plants, etc. 180,000.00

Research and exploration investment 75,000.00

17,500 acre leasehold at $100.00
per acre 1,750,000.00 2,005,000.00

Total Assets $2,133,000.00

LIABILITIES AND CAPITAL

Liabilities:

Current $ 32,000.00
Debentures 150,000.00
Total Liabilities $ 182,000.00

Capital and Surplus:
Class A stock - 50,000 shares

at $.50 per share $  25,000.00
Class B stock - 4,000,000 shares
at $.01 per share 40,000.00
Capital 65,000.00
Surplus 1,886 ,000.00
Capital and Surplus 1,951,000.00
Total Liabilities and Capital $2,133,000.00

ROBERT F. GEORGE has stated that no other financial statements or other
records comcerning Santa Fe are available since they were left in Cuba.,
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Upon consideration of the entire record, the Commission finds that
the valuation most appropriate in this case and equitable to the claimants
is that shoWn in the "Statement of Value" as of March 1, 1958, with certain
adjustments as indicated hereafter. Statements made by the claimants in
connection with these claims, indicating a higher value for the land, are
unsupported by the evidence.

In the absence of evidence to establish that Santa Fe owned cash on
November 23, 1959, over 1-1/2 years later than the "Statement of Value",
the Commission finds no wvalid basis for allowing Cash as an asset of Santa
Fe on the date of loss.

The Commission finds that Santa Fe's fixed assets in the amount of
$115,000,00 and its oil field equipment in the amount of $180,000.00 should
be depreciated. Of the $115,000.00, $50,000.00 represented structures and
$65,000.00 constituted machinery and equipment. Applying the annual
depreciation factors of 2% for structures, 5% for machirery and equipment,
customarily used for such property, the Commission finds that on November 23,
1959, about 1-1/2 years after the date of the balance sheet, the structures
had depreciated to the extent of $1,500.00 and the machinery and equipment
had deprecisted to the extent of $18,375.00, Accordingly, these assets had
the values of $48,500.00 and $226,625,00, respectively.

The Commission finds that the amount expended for research and
exploration, $75,000.00, enhanced the value of Santa Fe's concessions
and therefore constituted an asset on the date of loss.

Giving effect to the fOregoimg adjustments, the balance sheet of
Santa Fe would appear as follows as of November 23, 1959, the date of

loss:
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ASSETS
Fixed Assets:
Structures "$  48,500.00
Machinery & Equipment 226,625,00

Research & Exploration

Ieasehold
Total Assets
LIABILITIES AND CAPITAL
Liabilities
|

Capital:

Stock S 65,000.00

Surplus 1,853,125.00

Total Liabilities and Capital

$ 275,125.00
75,000, 00

1,750,000,00

$2,100,125,00

$ 182,000.00

1,918,125,00

$2,100,125. 00

e e e e

The Commission, therefore, finds that the value of Santa Fe or the

excess of its assets over its liabilities on November 23, 1959, the date

of loss, was $1,918,125.00. Accordingly, the losses sustained by

ROBERT F. GEORGE, JOHN M. ROBERIS, CHARLES B. ROBERTS, WILLIAM ROBERTS

and F. WAYNE FESENMYER were in the amounts of $388,381.95 (20.248%),

$48,547.74 (2.531%), $48,547.74 (2.531%), $48,547.74 (2.531%) and

$145,643.23 (7.593%), respectively,

The Commission has decided that in certification of losses on claims

determined pufsuant to Title V of the International Claims Settlement Act

of 1949, as amended, interest should be included at the rate of 6% per

annum from the date of loss to the date of settlement (see Claim of Lisle

C

orporation, Claim No. CU=0644), and in the instant case it is so ordered.
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CERTIFICATION OF LOSS

The Commission certifies that ROBERT F. GEORGE sustained a loss, as
, a result of actions of the Govermment of Cuba, within the scope of Title V
‘ of the International Claims Settlement Act o.f 1949, as amended, in the
amount of Three Hundred Eighty-eight Thousand Three Hundred Eighty-one
Dollars and Ninety~-five Cents ($388,381.95) with intérest thereon at 6%
per annum from November 23, 1959 to the date of settlement;

The Commission certifies that JOHN M. ROBERTS suffered a loss, as a
result of actions of the Government of Cuba, within the scope of Title V
of the International Claims Settlement Act of 1949, as amended, in the
amount of Forty-eight Thousand Five Hundred Fortyeseven Dollars and
Seventy-four Cents (348,547.74) with interest at 6% per annum from
November 23, 1959 to the date of settlement;

The Commission certifies that CHARLES B, ROBERTS suffered a loss,
as a result of actions of the Government of Cuba, within the scope of
. Title V of the International Claims Settlement Act of 1949, as amended,

in the amount of Forty-eight Thousand Five Hundred Forty-seven Dollars and

Seventy~-four Cents ($48,547.74) with interest at 6% per annum from

November 23, 1959 to the date of settlement;

The.Commission certifies that WILLIAM ROBERTS suffered a loss, as a

result of actions of the Goverument of Cuba, within the scope of Title V

of the International Claims Settlement Act of 1949, as amended, in the

amount of Forty-eight Thousand Five Hundred Forty-seven Dollars and

Seventy=four Cents ($48,547;7&) with interest at 6% per annum from

November 23, 1959 to the date of settlement; and
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The Commission certifies that F, WAYNE FESENMYER suffered a loss, as{
a result of actions of the Government of Cuba, within the scope of Title V
of the International Claims Settlement Act of 1949, as amended, in the |
amount of One Hundred Fortyefive Thousand Six Hundred Forty-three Dollars
and Twenty-three Cents ($145,643.23) with interest at 6% per annum from
November 23, 1959 to the date of cettlement.
Dated at Washington, D. C.,

and entered as the Proposed
Decision of the Commission

NOV 26 1969

St

“Theodore Jaffe, Commi&sioner

Sidney Freidbebg, 00mnls§f3nsr‘“

NOTICE TO TREASURY: The above-referenced securities may not have been
submitted to the Commission or if submitted, may have been returned;
accordingly, no payment should be made until claimants establish
retention of the securities for the loss here certified.

The statute does not provide for the payment of claims against the
Government of Cuba. Provision is only made for the determination by the
Commission of the validity and amounts of such claims. Section 501 of
the statute specifically precludes any authorization for appropriations
for payment of these claims. The Commission is required to certify its
findings to the Secretary of State for possible use in future negotiatioms
with the Government of Cuba.

NOTICE: Pursuant to the Regulations of the Commission, if no objectioms

are filed within 15 days after service or receipt of notice of this Pro-

posed Decision, the decision will be entered as the Final Decision of

the Commission upon the expiration of 30 days after such service or re-

ceipt of notice, unless the Conmission otherwise orders. (FCSC Reg.,

45 C.F,R. 531.5(e) and (g), as amended, 32 Fed. Reg. 412+13 (1967).)
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